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UGl Corporation

UGH Corporation (NYSE: UG is a holding company that, through subsidiaries, distributes and markets
energy products and related services. UGI Corporation common stock is a balanced growth and income
investment. The company has paid common dividends for 128 consecutive years and increased its
dividend in sach of the last 25 yea
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AmeriGas Partners, LB (NYSE: APU) s the nation’s largest relal
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UGl Utilities, Inc. operates a ulated natural gas distribution bu
that serves nearly 600,000 customers In portions of 46 eastern and
Pennsylvania counties through its distribution system of more than 12
rifes of gas maing, UGH Utiities, Inc. alse provides regulated electric utility
service to over 80,000 custamers in portions of Luzerne and Wyorming
counties in northéastern Pennsylvania
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WG Energy Services, Ine. markets natural gas, electricity and liguid fueake;
to approximately 18,000 commercial and industrial custormers in nine eastern
states and the District of Columbia and conduets U(ﬂﬂ midstream nmum
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péaking pla TSi md pipeling assets in Pennsy!va
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UGl is proud to announce the release of our newly redesigned website. The new site has a fresh new
look, user-friendly navigation, and up-to-date news and other information on UGl Corporation and all of
our business units. The new site also includes natural gas and propane price data, weather statistics for
our service territories, and a brief history of UGI Corporation.
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To Our Shareholders

Fiscat vear 2012 was noteworthy in many respects for UGHL While

sed on the unusually

rchy of our discussion during the year foc
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Fach of our businesses made significant contributions to our

progress on this strategic objective in fiscal 2012
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It was a year of unprecedented activity for our Gag Utility team

Our infrastructure replacement program has beernyenhanced, with

atecord lavel of nvestment In the past year, We recently filed

a seftlement agreement with the FA Public Utillty Commission

on the Allentown investigation with specific timetables for
infrastructure replacement and we are fully prepared o execule

this &

elerated program. We also set anew record-for growth
in the Gas Utility, driven by the significant demand for fuel oll-
to-natural gas conversions. Our residential conversions. and
upgrades were up over 50% vs, 2011 and our commaeroial
account additions increased approximately 20%. Net custormer

growth in our Gas Utiity topped 2% for the vear,

Acquisition integration was the major focus for our propang

businesses In both the United States and Eu

acquisition of Energy Transfer Partners pri

Heritage Operating, L.P. and Titan Propane LLG, w

acquisition in our history, We announced our Intent to acoul

158 in October 2011 and the transaction closad this pe
January, The Heritage acquisition was anexceptional opporivinity

to expand the scope of our U.S. propaneg opearafions, We've

made great progress on our integratian prograrm at AmeriGas in

the months since the acquisition closed: All critical millestones
for integration activities have been achieved and the field teams
are aligned and prepared for the upeoming winter heating

season. We're very confident that wa'll achieve the oparational;
saervice and growth targets that drove the business case for the

rvegtment.

in October 2011, we closed on the acguisition of Shell's propang

eperations in eight European countries, covering the Benelix

el Nordic regions as well as the United Kingdom: We had a1
12 months to

sinessas and our teams achieved al
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synergy goals, and are positioned for a strong start to the new
fiscal yvear. More recently, in November 2012, we announced our
interition to acquire BP's propane distribution business.in Poland,
This acquisition, which we expect to close rmid-fiscal 2013, will

strengthen our position in ore of Europe’s largest LPG markels.
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John L. Walsh

Lon B. Greenberg

» It was a very productive year for our Midstream and Marketing
business as they executed on a range of capital projects along a

number of fronts, including

- Qur gas-fired 125 megawatt power generation faciiity in
Hunlock, PA was restarted in late June and is oper aling at its

full capacity.

~We completed the 1 BOF expansion of our LNG peaking facility

in Temple, PA, quadrupling our storage capacity. The plant is

fully operational for the 2012/2013 winter peaking season.

- Our Marcellus pipeline infrastructure investment strategy is
progressing well. In February, we completed the Aubum |
gathering system and compression project in northeastern
Pennsyivania. The Auburn Il project, which will extend our

isting Aubum line southward 1o connect with the Transco
pipeline, is in the field execution phase with an expected in
service date early in fiscal 2014.

~We continue to be active within our Midstream footprint as

we seek out additional investment opportunities in pipeline,

gathering and storage projects in the Marcellus region.

As a distributor and marketer of energy products and services,

our success is largely determined by the commitment of our

e

people to provide exceptional service to our customers and
our communities. This strong commitment enabled us to
address the many challenges we faced during the fiscal vear
while maintaining our focus on customer service, deli ivering
shareholder value and being a good corporate citizen. One of
the keys to our success Is the quality of our leadership team.
We focus considerable effort on succession planning and

this planning was evident during the year as we carried out
seamless transitions for several senior management roles. Gene
Bissell, our CEO at AmeriGas and Bob Knauss, UGHs General
Counsel, both retired after long and distinguished careers with
us. We were delighted to appoint Jerry Sheridan as Gene's
successor at AmeriGas and to recruit Monica Gaudiosi, who
has an extensive background as a General Counsel in energy-
refated businesses, as Bob's successor. We are grateful to
Gene and Bob for the major contributions they made to our
success and pleased that the transition program for these two

key roles was executed so successfully.

We have several key transitions planned for 2013. Dr. Stephen
Ban, who has been a board member for UG since 1991 and
an AmeriGas Board member since 2006, will have reached

the mandatory board retirement age when this vear's annual
meeting convenes. We are grateful to Steve for his long service
to UG and we will miss his critical Insights on the energy sector
as well as his commitment 1o technology and innovation. In
addition, the UGI board recently announced our transition

plan for CEO, which is scheduled for the spring of 2013. This
process is well underway and we are planning for another very

successful transition,

Our experience during fiscal 2012 further reinforced our
commitment to UGHs strategy of targeted expansion. We
believe the progress achieved by each of our teams during
the year positions us well for future success. As always, our
strategic vision for the company must be matched by our

absolute commitment to the execution of our strategies.

/4

John L. Walsh
President and
Chief Opearating Officer

Lon R. Greenberg E

Chairman and
Chief Executive Officer
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FORWARD-LOOKING INFORMATION

Information contained in this Annual Report on Form 10-K may contain forward-looking statements within the meaning
of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended
(the “Exchange Act”). Such statements use forward-looking words such as “believe,” “plan,” “anticipate,” “continue,” “estimate,”
“expect,” “may,” “will,” or other similar words. These statements discuss plans, strategies, events or developments that we expect
or anticipate will or may occur in the future.

A forward-looking statement may include a statement of the assumptions or bases underlying the forward-looking
statement. We believe that we have chosen these assumptions or bases in good faith and that they are reasonable. However, we
caution you that actual results almost always vary from assumed facts or bases, and the differences between actual results and
assumed facts or bases can be material, depending on the circumstances. When considering forward-looking statements, you
should keep in mind the following important factors which could affect our future results and could cause those results to differ
materially from those expressed in our forward-looking statements: (1) adverse weather conditions resulting in reduced demand,
(2) cost volatility and availability of propane and other liquefied petroleum gases, oil, electricity, and natural gas and the capacity
to transport product to our customers; (3) changes in domestic and foreign laws and regulations, including safety, tax, consumer
protection and accounting matters; (4) inability to timely recover costs through utility rate proceedings; (5) the impact of pending
and future legal proceedings; (6) competitive pressures from the same and alternative energy sources; (7) failure to acquire new
customers and retain current customers thereby reducing or limiting any increase in revenues; (8) liability for environmental
claims; (9) increased customer conservation measures due to high energy prices and improvements in energy efficiency and
technology resulting in reduced demand; (10) adverse labor relations; (11) large customer, counterparty or supplier defaults; (12)
liability in excess of insurance coverage for personal injury and property damage arising from explosions and other catastrophic
events, including acts of terrorism, resulting from operating hazards and risks incidental to generating and distributing electricity
and transporting, storing and distributing natural gas and liquefied petroleum gases; (13) political, regulatory and economic
conditions in the United States and in foreign countries, including foreign currency exchange rate fluctuations, particularly the
euro; (14) capital market conditions, including reduced access to capital markets and interest rate fluctuations; (15) changes in
commodity market prices resulting in significantly higher cash collateral requirements; (16) reduced distributions from subsidiaries;
(17) the timing of development of Marcellus Shale gas production; (18) the timing and success of our acquisitions, commercial
initiatives and investments to grow our businesses; and (19) our ability to successfully integrate acquired businesses and achieve
anticipated synergies.

These factors are not necessarily all of the important factors that could cause actual results to differ materially from those
expressed in any of our forward-looking statements. Other unknown or unpredictable factors could also have material adverse
effects on future results. We undertake no obligation to update publicly any forward-looking statement whether as a result of new
information or future events except as required by the federal securities laws.

PART I:
ITEMS 1. AND 2. BUSINESS AND PROPERTIES

CORPORATE OVERVIEW

UGI Corporation (the “Company”) is a holding company that, through subsidiaries, distributes, stores, transports and
markets energy products and related services. We are a domestic and international retail distributor of propane and butane (which
are liquefied petroleum gases (“LPG”)); a provider of natural gas and electric service through regulated local distribution utilities;
a generator of electricity; a regional marketer of energy commodities; an owner and manager of midstream assets; and a regional
provider of heating, ventilation, air conditioning, refrigeration and electrical contracting services. Our subsidiaries and affiliates
operate principally in the following six business segments:

* AmeriGas Propane

» International Propane - Antargaz

» International Propane - Flaga & Other
* Energy Services

* Electric Generation

» Gas Utility

The AmeriGas Propane segment consists of the propane distribution business of AmeriGas Partners, L.P. (“AmeriGas
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Partners”), which is the nation's largest retail propane distributor, and Heritage Operating, L.P. (“HOLP” and, together with
AmeriGas Partners, the “Partnership”). The Partnership's sole general partner is our subsidiary, AmeriGas Propane, Inc.
(“AmeriGas Propane” or the “General Partner”). The common units of AmeriGas Partners represent limited partner interests in
a Delaware limited partnership and they trade on the New York Stock Exchange under the symbol “APU.” We have an effective
26% ownership interest in the Partnership; Energy Transfer Partners, L.P., a Delaware limited partnership (“ETP”), has an effective
32% ownership interest in the Partnership and the remaining interest is publicly held. See Note 1 to Consolidated Financial
Statements.

The International Propane - Antargaz segment consists of the LPG distribution business of our wholly owned subsidiary
Antargaz, a French société anonyme, and our LPG distribution businesses in the Benelux countries (consisting of Belgium, the
Netherlands, and Luxembourg) (collectively, “Antargaz”). Antargaz is one of the largest retail distributors of LPG in France and
the Netherlands and the largest retail distributor of LPG in Belgium and Luxembourg.

The International Propane - Flaga & Other segment consists of the LPG distribution businesses of (i) Flaga GmbH, an
Austrian limited liability company, and its subsidiaries (collectively, “Flaga™), (ii) AvantiGas Limited, a United Kingdom private
limited company (*AvantiGas”), and (iii) ChinaGas Partners, L.P., a majority-owned Delaware limited partnership. Flaga is the
largest retail LPG distributor in Austria and Denmark and one of the largest in the Czech Republic, Hungary, and Slovakia. Flaga
also distributes LPG in Finland, Norway, Poland, Romania, Sweden and Switzerland. AvantiGas is an LPG distributor in the
United Kingdom. ChinaGas Partners is an LPG distributor in the Nantong region of China.

The Energy Services segment consists of energy-related businesses conducted by our wholly owned subsidiary, UGI
Energy Services, Inc. (“Energy Services™), and its subsidiaries. These businesses include (i) energy marketing in the Mid-Atlantic
region of the United States, (ii) operating and owning a natural gas liquefaction, storage and vaporization facility and propane-air
mixing assets, (iii) managing natural gas pipeline and storage contracts, and (iv) developing, owning and operating pipelines,
gathering infrastructure and gas storage facilities in the Marcellus Shale region of Pennsylvania.

The Electric Generation segment consists of solar and landfill gas electric generation facilities in Pennsylvania conducted
by Energy Services' wholly owned subsidiary, UGI Development Company (“UGID”). The Energy Services and Electric
Generation segments are collectively referred to as “Midstream & Marketing.”

The Gas Utility segment (“Gas Utility”) consists of the regulated natural gas distribution businesses of our subsidiary,
UG Utilities, Inc. (“UGI Utilities™), and UGI Utilities' subsidiaries, UGI Penn Natural Gas, Inc. (“PNG”) and UGI Central Penn
Gas, Inc. (“CPG”). Gas Utility serves nearly 600,000 customers in eastern and central Pennsylvania and several hundred customers
in portions of one Maryland county. UGI Utilities' natural gas distribution utility is referred to as “UGI Gas”. Gas Utility is
regulated by the Pennsylvania Public Utility Commission (“PUC”) and, with respect to its several hundred customers in Maryland,
the Maryland Public Service Commission.

In addition to the segments set forth herein, UGI Corporation also owns and operates (i) a regulated electric distribution
business in Pennsylvania through UGI Utilities (“Electric Utility”) and (ii) a heating, ventilation, air-conditioning, refrigeration
and electrical contracting service business in the Mid-Atlantic region of the United States through UGI HVAC Enterprises, Inc.
(“HVAC/R”).

Business Strategy

Our business strategy is to grow the Company by focusing on our core competencies of distributing, storing, transporting
and marketing energy products and services. We are utilizing our core competencies from our existing businesses and our national
scope, international experience, extensive asset base and access to customers to accelerate both internal growth and growth through
acquisitions in our existing businesses, as well as in related and complementary businesses. During Fiscal 2012, we completed a
number of transactions in pursuit of this strategy and moved forward on a number of larger internally generated capital projects,
including infrastructure projects to support the development of natural gas in the Marcellus Shale region of Pennsylvania. A few
of these transactions and projects are described below.

In early Fiscal 2012, we purchased LPG distribution businesses in the United Kingdom, Belgium, the Netherlands,
Luxembourg, Denmark, Finland, Norway and Sweden. See “Management's Discussion and Analysis of Financial Condition and
Results of Operations” and Note 4 to Consolidated Financial Statements.

In early Fiscal 2012, Energy Services completed a gathering project to transport locally produced natural gas from a
pipeline in the Marcellus Shale region of Pennsylvania to an interstate pipeline. During Fiscal 2012, Energy Services also completed
the expansion of its natural gas liquefaction, storage and vaporization facility in Temple, Pennsylvania. In addition, in June 2012,
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Energy Services restarted a unit at its natural gas-fueled generating station, Hunlock Station, which had been shut down for repairs
due to an accident in late July 2011 and, in early November 2011, restarted another unit at Hunlock Station which had suffered
flood damage in the fourth quarter of Fiscal 2011.

On January 12,2012, AmeriGas Partners completed the acquisition of the subsidiaries of ETP that operated ETP's propane
distribution business (“Heritage Propane”). The acquired business conducted its propane operations in 41 states through HOLP
and Titan Propane LLC. Effective August 1, 2012, Titan Propane LLC merged with and into AmeriGas Propane, L.P. ("AmeriGas
OLP"). According to LP-Gas Magazine rankings published on February 1, 2012, Heritage Propane was the third largest retail
propane distributor in the United States, delivering over 500 million gallons to more than one million retail propane customers in
2011. See “Management's Discussion and Analysis of Financial Condition and Results of Operations” and Note 4 to Consolidated
Financial Statements.

Corporate Information

UGI Corporation was incorporated in Pennsylvania in 1991. UGI Corporation is not subject to regulation by the PUC.
UGI Corporation is a “holding company” under the Public Utility Holding Company Act of 2005 (“PUHCA 2005”). PUHCA
2005 and the implementing regulations of the Federal Energy Regulatory Commission (“FERC”) give FERC access to certain
holding company books and records and impose certain accounting, record-keeping, and reporting requirements on holding
companies. PUHCA 2005 also provides state utility regulatory commissions with access to holding company books and records
in certain circumstances. Pursuant to a waiver granted in accordance with FERC's regulations on the basis of UGI Corporation's
status as a single-state holding company system, UGI Corporation is not subject to certain of the accounting, record-keeping, and
reporting requirements prescribed by FERC's regulations.

Our executive offices are located at 460 North Gulph Road, King of Prussia, Pennsylvania 19406, and our telephone
number is (610) 337-7000. In this report, the terms Company” and “UGI,” as well as the terms “our,” “we,” and “its,” are sometimes
used as abbreviated references to UGI Corporation or, collectively, UGI Corporation and its consolidated subsidiaries. Similarly,
the terms “AmeriGas Partners” and the “Partnership” are sometimes used as abbreviated references to AmeriGas Partners, L.P.
or, collectively, AmeriGas Partners, L.P. and its subsidiaries and the term “UGI Utilities” is sometimes used as an abbreviated
reference to UGI Utilities, Inc. or, collectively, UGI Utilities, Inc. and its subsidiaries. The terms “Fiscal 2012 and “Fiscal 2011”
refer to the fiscal years ended September 30, 2012 and September 30, 2011, respectively.

The Company's corporate website can be found at www.ugicorp.com. Information on our website is not intended to be
incorporated into this report. The Company makes available free of charge at this website (under the “Investor Relations and
Corporate Governance - SEC Filings” caption) copies of its reports filed or furnished pursuant to Section 13(a) or 15(d) of the
Exchange Act, including its Annual Reports on Form 10-K, its Quarterly Reports on Form 10-Q and its Current Reports on Form
8-K. The Company's Principles of Corporate Governance, Code of Ethics for the Chief Executive Officer and Senior Financial
Officers, Code of Business Conduct and Ethics for Directors, Officers and Employees, and charters of the Corporate Governance,
Audit and Compensation and Management Development Committees of the Board of Directors are also available on the Company's
website, under the caption “Investor Relations and Corporate Governance - Corporate Governance.” All of these documents are
also available free of charge by writing to Hugh J. Gallagher, Treasurer, UGI Corporation, P.O. Box 858, Valley Forge, PA 19482.

AMERIGAS PROPANE
Products, Services and Marketing

Our domestic propane distribution business is conducted through AmeriGas Partners. AmeriGas Propane is responsible
for managing the Partnership. The Partnership serves approximately 2.3 million customers in all 50 states from approximately
2,100 propane distribution locations. In addition to distributing propane, the Partnership also sells, installs and services propane
appliances, including heating systems. Typically, the Partnership's locations are in suburban and rural areas where natural gas is
not readily available. Our district offices generally consist of a business office, appliance showroom, warehouse, and service
facilities, with one or more 18,000 to 30,000 gallon storage tanks on the premises. As part of its overall transportation and
distribution infrastructure, the Partnership operates as an interstate carrier in 48 states throughout the continental United States.
It is also licensed as a carrier in the Canadian Provinces of Ontario, British Columbia and Quebec.

The Partnership sells propane primarily to residential, commercial/industrial, motor fuel, agricultural and wholesale
customers. The Partnership distributed approximately 1.1 billion gallons of propane in Fiscal 2012. Approximately 91% of the
Partnership's Fiscal 2012 sales (based on gallons sold) were to retail accounts and approximately 9% were to wholesale customers.
Sales to residential customers in Fiscal 2012 represented approximately 40% of retail gallons sold; commercial/industrial customers
34%; motor fuel customers 14%; and agricultural customers 7%. Transport gallons, which are large-scale deliveries to retail
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customers other than residential, accounted for 5% of Fiscal 2012 retail gallons. No single customer represents, or is anticipated
to represent, more than 5% of the Partnership's consolidated revenues.

The Partnership continues to expand its AmeriGas Cylinder Exchange (“ACE”) program. At September 30, 2012, ACE
cylinders were available at over 44,600 retail locations throughout the United States. Sales of our ACE cylinders to retailers are
included in commercial/industrial sales. The ACE program enables consumers to purchase propane cylinders or exchange their
empty propane cylinders at various retail locations such as home centers, gas stations, mass merchandisers and grocery and
convenience stores. We also supply retailers with large propane tanks to enable retailers to replenish customers' propane cylinders
directly at the retailer's location.

Residential customers use propane primarily for home heating, water heating and cooking purposes. Commercial users,
which include hotels, restaurants, churches, warehouses and retail stores, generally use propane for the same purposes as residential
customers. Industrial customers use propane to fire furnaces, as a cutting gas and in other process applications. Other industrial
customers are large-scale heating accounts and local gas utility customers who use propane as a supplemental fuel to meet peak
load deliverability requirements. As a motor fuel, propane is burned in internal combustion engines that power over-the-road
vehicles, forklifts and stationary engines. Agricultural uses include tobacco curing, chicken brooding, and crop drying. In its
wholesale operations, the Partnership principally sells propane to large industrial end-users and other propane distributors.

Retail deliveries of propane are usually made to customers by means of bobtail and rack trucks. Propane is pumped from
the bobtail truck, which generally holds 2,400 to 3,000 gallons of propane, into a stationary storage tank on the customer's premises.
The Partnership owns most of these storage tanks and leases them to its customers. The capacity of these tanks ranges from
approximately 120 gallons to approximately 1,200 gallons. The Partnership also delivers propane in portable cylinders, including
ACE cylinders. Some of these deliveries are made to the customer's location, where empty cylinders are either picked up or
replenished in place.

Propane Supply and Storage

The Partnership has over 250 domestic and international sources of supply, including the spot market. Supplies of propane
from the Partnership's sources historically have been readily available. During Fiscal 2012, approximately 90% of the Partnership's
propane supply was purchased under supply agreements with terms of 1 to 3 years. The availability of propane supply is dependent
upon, among other things, the severity of winter weather, the price and availability of competing fuels such as natural gas and
crude oil, and the amount and availability of imported supply. Although no assurance can be given that supplies of propane will
be readily available in the future, management currently expects to be able to secure adequate supplies during fiscal year 2013.
If supply from major sources were interrupted, however, the cost of procuring replacement supplies and transporting those supplies
from alternative locations might be materially higher and, at least on a short-term basis, margins could be adversely affected.
Enterprise Products Partners, L.P. and Targa Midstream Services LP supplied approximately 36% of the Partnership's Fiscal 2012
propane supply. No other single supplier provided more than 10% of the Partnership's total propane supply in Fiscal 2012. In
certain areas, however, a single supplier provides more than 50% of the Partnership's requirements. Disruptions in supply in these
areas could also have an adverse impact on the Partnership's margins.

The Partnership's supply contracts typically provide for pricing based upon (i) index formulas using the current prices
established at a major storage point such as Mont Belvieu, Texas, or Conway, Kansas, or (ii) posted prices at the time of delivery.
In addition, some agreements provide maximum and minimum seasonal purchase volume guidelines. The percentage of contract
purchases, and the amount of supply contracted for at fixed prices, will vary from year to year as determined by the General Partner.
The Partnership uses a number of interstate pipelines, as well as railroad tank cars, delivery trucks and barges, to transport propane
from suppliers to storage and distribution facilities. The Partnership stores propane at various storage facilities and terminals
located in strategic areas across the United States.

Because the Partnership's profitability is sensitive to changes in wholesale propane costs, the Partnership generally seeks
to pass on increases in the cost of propane to customers. There is no assurance, however, that the Partnership will always be able
to pass on product cost increases fully, particularly when product costs rise rapidly. Product cost increases can be triggered by
periods of severe cold weather, supply interruptions, increases in the prices of base commodities such as crude oil and natural gas,
or other unforeseen events. The General Partner has adopted supply acquisition and product cost risk management practices to
reduce the effect of volatility on selling prices. These practices currently include the use of summer storage, forward purchases
and derivative commodity instruments, such as options and propane price swaps. See “Management's Discussion and Analysis of
Financial Condition and Results of Operations - Market Risk Disclosures.”

The following graph shows the average prices of propane on the propane spot market during the last 5 fiscal years at
Mont Belvieu, Texas, a major storage area.
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General Industry Information

Propane is separated from crude oil during the refining process and also extracted from natural gas or oil wellhead gas
at processing plants. Propane is normally transported and stored in a liquid state under moderate pressure or refrigeration for
economy and ease of handling in shipping and distribution. When the pressure is released or the temperature is increased, it is
usable as a flammable gas. Propane is colorless and odorless; an odorant is added to allow for its detection. Propane is considered
a clean alternative fuel under the Clean Air Act Amendments of 1990, producing negligible amounts of pollutants when properly
consumed.

Competition

Propane competes with other sources of energy, some of which are less costly for equivalent energy value. Propane
distributors compete for customers with suppliers of electricity, fuel oil and natural gas, principally on the basis of price, service,
availability and portability. Electricity is a major competitor of propane and is currently more expensive than propane. Fuel oil
is also a major competitor of propane and is comparable in price to propane. Furnaces and appliances that burn propane will not
operate on fuel oil, and vice versa, and, therefore, a conversion from one fuel to the other requires the installation of new equipment.
Propane serves as an alternative to natural gas in rural and suburban areas where natural gas is unavailable or portability of product
is required. Natural gas is generally a less expensive source of energy than propane, although in areas where natural gas is available,
propane is used for certain industrial and commercial applications and as a standby fuel during interruptions in natural gas service.
The gradual expansion of the nation's natural gas distribution systems has resulted in the availability of natural gas in some areas
that previously depended upon propane. However, natural gas pipelines are not present in many regions of the country where
propane is sold for heating and cooking purposes.

For motor fuel customers, propane competes with gasoline, diesel fuel, electric batteries, fuel cells and, in certain
applications, liquefied natural gas and compressed natural gas. Wholesale propane distribution is a highly competitive, low margin
business. Propane sales to other retail distributors and large-volume, direct-shipment industrial end-users are price sensitive and
frequently involve a competitive bidding process.

Retail propane industry volumes have been slowly declining for several years and it is anticipated that no or modest
growth in total demand is foreseen in the next several years. Therefore, the Partnership's ability to grow within the industry is
dependent on its ability to acquire other retail distributors and to achieve internal growth, which includes expansion of the ACE
program and the National Accounts program (through which the Partnership encourages multi-location propane users to enter into
a supply agreement with it rather than with many suppliers), as well as the success of its sales and marketing programs designed
to attract and retain customers. The failure of the Partnership to retain and grow its customer base would have an adverse effect
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on its long-term results.

The domestic propane retail distribution business is highly competitive. The Partnership competes in this business with
other large propane marketers, including other full-service marketers, and thousands of small independent operators. Some rural
electric cooperatives and fuel oil distributors have expanded their businesses to include propane distribution and the Partnership
competes with them as well. The ability to compete effectively depends on providing high quality customer service, maintaining
competitive retail prices and controlling operating expenses. The Partnership also offers customers various payment and service
options, including guaranteed price programs, fixed price arrangements and pricing arrangements based on published propane
prices at specified terminals.

In Fiscal 2012, the Partnership's retail propane sales totaled over 1 billion gallons. Based on the most recent annual
survey by the American Petroleum Institute, 2010 domestic retail propane sales (annual sales for other than chemical uses) in the
United States totaled approximately 8.7 billion gallons. Based on LP-GAS magazine rankings, 2010 sales volume of the ten
largest propane companies (including AmeriGas Partners) represented approximately 41% of domestic retail sales.

Properties

As of September 30, 2012, the Partnership owned approximately 90% of its more than 900 district offices throughout
the country. The transportation of propane requires specialized equipment. The trucks and railroad tank cars utilized for this
purpose carry specialized steel tanks that maintain the propane in a liquefied state. As of September 30, 2012, the Partnership
operated a transportation fleet with the following assets:

Approximate Quantity & Equipment Type % Owned % Leased
2,200 Trailers R e 1% VA
400 Tractors 38% 62%
350 Railroad tank cars 4% T oe%
4,600 Bobtail trucks 65% 35%
300 . i mmk‘s EEETE RN & T ’290/’ 71%

4,800 Service and deiivéry trucks ' 80% 20%

Other assets owned at September 30, 2012 included approximately 1.5 million stationary storage tanks with typical
capacities of more than 120 gallons and approximately 4.6 million portable propane cylinders with typical capacities of 1 to 120
gallons.

Trade Names, Trade and Service Marks

The Partnership markets propane principally under the “AmeriGas®”, “America's Propane Company®”, “Heritage
Propane®”, “Titan Propane” and “Relationships Matter®” trade names and related service marks. The Partnership also markets
propane under other various trade names throughout the United States. UGI owns, directly or indirectly, all the right, title and
interest in the “AmeriGas” name and related trade and service marks. The General Partner owns all right, title and interest in the
“America's Propane Company” trade name and related service marks. The Partnership has an exclusive (except for use by UGI,
AmeriGas, Inc., AmeriGas Gas Polska Sp. z.0.0. and the General Partner), royalty-free license to use these trade names and related
service marks. UGI and the General Partner each have the option to terminate its respective license agreement (on 12 months
prior notice in the case of UGI), without penalty, if the General Partner is removed as general partner of the Partnership other than
for cause. If the General Partner ceases to serve as the general partner of the Partnership for cause, the General Partner has the
option to terminate its license agreement upon payment of a fee to UGI equal to the fair market value of the licensed trade names.
UGI has a similar termination option; however, UGI must provide 12 months prior notice in addition to paying the fee to the
General Partner.

Seasonality

Because many customers use propane for heating purposes, the Partnership's retail sales volume is seasonal. During
Fiscal 2012, approximately 55% to 60% of the Partnership's retail sales volume occurred, and substantially all of the Partnership's
operating income was earned, during the peak heating season from October through March. The record warm temperatures
experienced during the Fiscal 2012 heating season and the timing of the acquisition of Heritage Propane impacted the Partnership's
Fiscal 2012 retail sales volumes. For comparison, in Fiscal 2011, approximately 65% to 70% of the Partnership's retail sales
volume occurred in the same period. As a result of this seasonality, sales are typically higher in the Partnership's first and second
fiscal quarters (October 1 through March 31). Cash receipts are generally greatest during the second and third fiscal quarters when
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customers pay for propane purchased during the winter heating season.

Sales volume for the Partnership traditionally fluctuates from year-to-year in response to variations in weather, prices,
competition, customer mix and other factors, such as conservation efforts and general economic conditions. For information on
national weather statistics, see “Management's Discussion and Analysis of Financial Condition and Results of Operations.”

Government Regulation

The Partnership is subject to various federal, state and local environmental, safety and transportation laws and regulations
governing the storage, distribution and transportation of propane and the operation of bulk storage LPG terminals. These laws
include, among others, the Resource Conservation and Recovery Act, the Comprehensive Environmental Response, Compensation
and Liability Act (‘CERCLA”), the Clean Air Act, the Occupational Safety and Health Act, the Homeland Security Act of 2002,
the Emergency Planning and Community Right to Know Act, the Clean Water Act and comparable state statutes. CERCLA
imposes joint and several liability on certain classes of persons considered to have contributed to the release or threatened release
of a “hazardous substance” into the environment without regard to fault or the legality of the original conduct. Propane is not a
hazardous substance within the meaning of federal and most state environmental laws.

All states in which the Partnership operates have adopted fire safety codes that regulate the storage and distribution of
propane. In some states these laws are administered by state agencies, and in others they are administered on a municipal level.
The Partnership conducts training programs to help ensure that its operations are in compliance with applicable governmental
regulations. With respect to general operations, National Fire Protection Association (“NFPA”) Pamphlets No. 54 and No. 58
and/or one or more of various international codes (including international fire, building and fuel gas codes) establish rules and
procedures governing the safe handling of propane, or comparable regulations, which have been adopted by all states in which
the Partnership operates. Management believes that the policies and procedures currently in effect at all of its facilities for the
handling, storage and distribution of propane are consistent with industry standards and are in compliance in all material respects
with applicable environmental, health and safety laws.

With respect to the transportation of propane by truck, the Partnership is subject to regulations promulgated under federal
legislation, including the Federal Motor Carrier Safety Act and the Homeland Security Act of 2002. Regulations under these
statutes cover the security and transportation of hazardous materials and are administered by the United States Department of
Transportation (“DOT”), Pipeline and Hazardous Materials Safety Administration. The Natural Gas Safety Act of 1968 required
the DOT to develop and enforce minimum safety regulations for the transportation of gases by pipeline. The DOT's pipeline safety
regulations apply to, among other things, a propane gas system which supplies 10 or more residential customers or 2 or more
commercial customers from a single source and to a propane gas system any portion of which is located in a public place. The
DOT's pipeline safety regulations require operators of all gas systems to provide operator qualification standards and training and
written instructions for employees and third party contractors working on covered pipelines and facilities, establish written
procedures to minimize the hazards resulting from gas pipeline emergencies, and conduct and keep records of inspections and
testing. Operators are subject to the Pipeline Safety Improvement Act of 2002, which, among other things, protects employees
who provide information to their employers or to the federal government as to pipeline safety from adverse employment actions.

There continues to be concern, both nationally and internationally, about climate change and the contribution of greenhouse
gas (“GHG”) emissions, most notably carbon dioxide, to global warming. While some states have adopted laws and regulations
regulating the emission of GHGs for some industry sectors, there is currently no federal or regional legislation mandating the
reduction of GHG emissions in the United States. Because propane is considered a clean alternative fuel under the federal Clean
Air Act Amendments of 1990, we anticipate that this will provide us with a competitive advantage over other sources of energy,
such as fuel oil and coal, if new climate change regulations become effective.

Employees

The Partnership does not directly employ any persons responsible for managing or operating the Partnership. The General
Partner provides these services and is reimbursed for its direct and indirect costs and expenses, including all compensation and
benefit costs. At September 30, 2012, the General Partner had approximately 9,200 employees, including approximately 540 part-
time, seasonal and temporary employees, working on behalf of the Partnership. UGI also performs certain financial and
administrative services for the General Partner on behalf of the Partnership and is reimbursed by the Partnership.

INTERNATIONAL PROPANE - ANTARGAZ

During Fiscal 2012, our International Propane - Antargaz LPG distribution business was conducted in France and the
Benelux countries (consisting of Belgium, the Netherlands, and Luxembourg). Antargaz also operates a natural gas marketing
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business in France and sold approximately 2.4 million dekatherms of natural gas during Fiscal 2012. The Benelux operations
were acquired during the first quarter of Fiscal 2012.

Products, Services and Marketing

During Fiscal 2012, Antargaz sold approximately 250 million gallons of LPG in France and approximately 45 million
gallons of LPG in the Benelux countries. Antargaz is one of the largest LPG distributors in France and the Netherlands and the
largest LPG distributor in Belgium and Luxembourg. Antargaz' customer base consists of residential, commercial, agricultural
and motor fuel customer accounts that use LPG for space heating, cooking, water heating, process heat and transportation. Antargaz
sells LPG in cylinders, and in small, medium and large tanks. Sales of LPG are also made to service stations to accommodate
vehicles that run on LPG. Antargaz sells LPG in cylinders to approximately 17,000 retail outlets, such as supermarkets, individually
owned stores and gas stations. Supermarket sales represented approximately 75% of butane cylinder sales volume and
approximately 14% of propane cylinder sales volume in Fiscal 2012. At September 30,2012, Antargaz had approximately 223,000
bulk customers, approximately 4,800 natural gas customers and approximately 8.9 million cylinders in circulation. Approximately
63% of Antargaz' Fiscal 2012 sales (based on volumes) were cylinder and small bulk, 15% medium bulk, 19% large bulk and 3%
to service stations for automobiles. Antargaz also engages in wholesale sales of LPG and provides logistic, storage and other
services to third-party LPG distributors. In addition, Antargaz operates a natural gas marketing business in France that services
both commercial and residential customers. No single customer represents, or is anticipated to represent, more than 5% of total
revenues for Antargaz.

Sales to small bulk customers represent the largest segment of Antargaz' business in terms of volume, revenue and total
margin. Small bulk customers are primarily residential and small business users, such as restaurants, that use LPG mainly for
heating and cooking. Small bulk customers also include municipalities, which use LPG for heating certain sports facilities and
swimming pools, and the poultry industry for use in chicken brooding.

Medium bulk customers use propane only, and consist mainly of large residential developments such as housing
developments, hospitals, municipalities and medium-sized industrial enterprises, and poultry brooders. Large bulk customers
include agricultural companies and companies that use LPG in their industrial processes.

The principal end-users of cylinders are residential customers who use LPG supplied in this form for domestic applications
such as cooking and heating. Butane cylinders accounted for approximately 54% of all LPG cylinders sold in Fiscal 2012, with
propane cylinders accounting for the remainder. Propane cylinders are also used to supply fuel for forklift trucks. The market
demand for cylinders has been declining, due primarily to customers gradually changing to other household energy sources for
cooking and heating, such as natural gas and electricity.

LPG Supply and Storage

Antargaz has an agreement with Totalgaz for the supply of butane in France, with pricing based on internationally quoted
market prices. Under this agreement, 80% of Antargaz' requirements for butane are guaranteed until September 2015. Requirements
are fixed annually and Antargaz can develop other sources of supply. For Fiscal 2012, Antargaz purchased 100% of its butane
requirements in France from Totalgaz. During Fiscal 2012, two suppliers accounted for substantially all of Antargaz' propane
supply for its operations in France. In the Benelux countries, Antargaz purchased 90% of its butane and propane requirements
from TOTAL and STASCO during Fiscal 2012. Antargaz also purchases propane on the international market and on the domestic
market, under term agreements with international oil and gas trading companies. In addition, purchases are made on the spot
market from international oil and gas companies and to a lesser extent from domestic refineries, including those operated by Ineos
and Esso SAF.

Antargaz has three primary storage facilities in operation that are located at deep sea harbor facilities, and 29 secondary
storage facilities. It also manages an extensive logistics and transportation network. Access to seaborne facilities allows Antargaz
to diversify its LPG supplies through imports. LPG stored in primary storage facilities is transported to smaller storage facilities
by rail, sea and road. At secondary storage facilities, LPG is filled into cylinders or trucks equipped with tanks and then delivered
to customers.

Competition and Seasonality

The LPG markets in France and the Benelux countries are mature, with modest declines in total demand due to competition
with other fuels and other energy sources, conservation and the challenging economic climate. Sales volumes are affected
principally by the severity of the weather and customer migration to alternative energy forms, including natural